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CASH MANAGEMENT & INVESTMENT POLICY 


1. DEFINITIONS 

In this Policy, unless the context indicates otherwise, a word or expression, to which a 
meaning has been assigned in the Municipal Finance Management Act (MFMA) No. 56 of 
2003, has the same meaning. 

Accounting Officer refers to the Municipal Manager of Newcastle Municipality 

Auditor-General means the person appointed as Auditor-General in terms of section 193 of 
the Constitution, and includes a person as acting as Auditor-General, designated by the 
Auditor-General to exercise a power or perform a duty of the Auditor-General. 

Chief Financial Officer or his delegate means an officer of the Municipality, designated 
by the Municipal Manager to be administratively in charge of the financial affairs of the 
Municipality; 

Creditor in relation to a municipality, means a person to whom money is owing by the 
municipality. 

Debt means a monetary liability or obligation created by a financing agreement, bond or 
overdraft, or by the issuance of municipal debt instruments; or a contingent liability such as 
that created by guaranteeing a monetary liability. 

Debt Agreement includes any loan agreement under which a municipality undertakes to 
repay a long-term debt over a period of time. 

Financial year means a year ending on 30 June. 

Investee means an institution with which an investment is placed or its agent. 

Investment in relation to funds of a municipality, means 

- the placing on deposit of funds of a municipality with a financial institution, 

- the acquisition of assets with funds of a municipality not immediately required, with the 
primary aim of preserving those funds. 
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Lender in relation to a municipality, means a person who provides debt finance to a 
municipality. 

Long-term debt means debt repayable over a period exceeding one year. 

Long-term investments means any cash or liquid securities owned by the Municipality 
which have a maturity date, and/or callable date reasonably expected to be exercised, that is 
greater than one year. 

Month means one of the 12 months of a calendar year. 

Council means the Municipal Council of Newcastle Municipality. 

Municipal entity has the meaning assigned to it in section 1 of the Municipal Systems Act. 
Municipality means Newcastle Municipality. 

Municipal Systems Act means the Local Government: Municipal Systems Act, 2000 (Act 
No. 32 of 2000) 

Primary bank account means the main bank account referred to in section 8(1) of the 
MFMA. 

Provincial treasury means KwaZulu-Natal Provincial Treasury (KZNPT) 

Short-term debt means debt repayable over a period not exceeding one year. 

Short-term investments Any cash or liquid securities owned by the municipality which is 
having a maturity date, and/or callable date reasonably expected to be exercised, that is 
equal to or less than one year. 
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2. INTRODUCTION 

2.1. This Policy is aimed at gaining the optimal return on investments, without incurring 
undue risks, during those periods when cash revenues are not needed for capital or 
operational purposes. The effectiveness of this Policy is dependent on the accuracy 
of the Municipality’s cash management programme, which must identify the amounts 
surplus to the Municipality’s needs, as well as the time when and period for which 
such revenues are surplus. 

2.2 Managing the cash resources of the Municipality is a key requirement to ensure the 
liquidity of the Municipality in order to meet its financial obligations. In order to 
achieve this objective the Newcastle Municipality has to adopt and review this Policy 
as and when required. 

3. STATUTORY FRAMEWORK 

Section 13 (2) of the Local Government: Municipal Finance Management Act 2003 (Act No 
56 of 2003) requires that the Municipality must establish an appropriate and effective cash 
management and investment policy in accordance with a framework that may be prescribed 
by the Minister of Finance. 

4. SCOPE OF POLICY 

This Policy applies to all cash investments made by Newcastle Municipality, and the 
Municipality shall at all times manage its cash management and investments in compliance 
with this Policy and must not be inconsistent with the Municipal Finance Management Act 
and the Municipal Investment Regulations. 

5. THE PURPOSE AND OBJECTIVES OF THE POLICY 

The purpose of this Policy is to ensure that investment of surplus funds forms part of the 
financial system of the Municipality and to ensure that prudent investment procedures are 
consistently applied in order: 


i) To manage cash flows in an efficient and prudent manner 
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ii) To maintain a level of liquidity sufficient to meet both planned and unforeseen cash 
requirements 

iii) To invest only in approved financial institutes 

iv) To minimize the risk of investments 

v) To maximize returns on investments without incurring undue risks 

vi) To ensure all relevant information is disclosed to Council 

vii) To ensure that all investment decisions are made by the appropriate delegated authority 

viii) To prohibit investment of funds for speculative purposes 

ix) To ensure transparency and compliance in all investment processes 

6. RESPONSIBILITIES OF THE ACCOUNTING OFFICER 

6.1 According to the Municipal Finance Management Act 2004, chapter 8, paragraph 60 
and 61, the Accounting Officer of a municipality is the Accounting Officer of the 
Municipality for the purposes of this Act, and, as Accounting Officer, must - 

(a) Exercise the functions and powers assigned to an Accounting Officer in terms of 
this Act; (b) Provide guidance and advice on compliance with this Act to - 

(i) The political structures, political office-bearers and officials of the Municipality; and 

(ii) Any municipal entity under the sole or shared control of the Municipality. 

6.2 The Accounting Officer of a municipality must in terms of Municipal Finance 
Management Act: 

(a) Exercise utmost care to ensure reasonable protection of the assets and records 
of the entity; 

(b) Act with fidelity, honesty, integrity and in the best interest of the entity in 
managing the financial affairs of the entity; 

(c) disclose to the entity’s parent municipality and the entity’s board of directors, all 
material facts, including those reasonably discoverable, which in any way may 
influence the decisions or actions of the parent municipality or the board of directors; 
and 

(d) Seek, within the sphere of influence of that Accounting Officer, to prevent any 
prejudice to the financial interests of the parent municipality or the municipal entity. 
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6.3 The Accounting Officer may not - 

(a) Act in a way that is inconsistent with the responsibilities assigned to Accounting 
Officers of municipal entities in terms of this Act; or 

(b) Use the position or privileges of, or confidential information obtained as 
Accounting Officer, for personal gain or to improperly benefit another person. 

6.4 The Accounting Officer is therefore accountable for all transactions entered into by 
his designates. One of the main functions of Accounting Officer is that of adequate 
and effective cash management. 

6.5 The Chief Financial Officer is responsible for establishing systems, procedures, 
processes and training and awareness programmes to ensure efficient and effective 
banking and cash management. 

6.6 Sound cash management includes the following: 

a) Collecting revenue when it is due and banking it promptly; 

b) Making payments, including transfers to other levels of government and non¬ 
government entities, no earlier than necessary, with due regard for efficient, effective 
and economical programme delivery and the government’s normal terms for account 
payments; 

c) Avoiding pre-payments for goods or services (i.e. payments in advance of the 

receipt of goods or services), unless required by the contractual arrangements with 
the supplier; 

d) Accepting discounts to effect early payment only when the payment has been 
included in the monthly cash flow estimates provided to the relevant treasury; 

e) Pursuing debtors with appropriate sensitivity and rigor to ensure that amounts 
receivable by the Municipality are collected and banked promptly; 

f) Accurately forecasting the institution’s cash flow requirements; 

g) Timing the inflow and outflow of cash; 

h) Recognizing the time value of money, i.e. economically, efficiently, and effectively 
managing cash; and 
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i) Taking any other action that avoids locking up money unnecessarily and inefficiently, 
such as managing inventories to the minimum level necessary for efficient and 
effective programme delivery, and selling surplus or obsolete assets in terms of the 
Asset Management Policy. 

6.7 The overall responsibility of investments lies on the Accounting Officer. However the 
day to day handling of investments is the responsibility of the Chief Financial Officer 
or his designate. 

6.8 In the instance that the investment amount requires that the Chief Financial Officer 
submit recommendations to the Accounting Officer for decision on the best 
investment to be made, quotations are required from the various financial institutions. 
In the case of telephonic quotations, the following information is required: 

a) The name of the person who gave the quotation; 

b) The relevant terms and rates; and 

c) Other facts such as if interest is payable on a monthly basis or on maturation date 

d) The Council needs to pass a resolution in respect of the limits for the investment of 
its funds. 

6.9 In the instance where the investment will be processed via electronic funds transfer 
system, the banking details of the successful institution that exist of the municipal 
supplier database should be utilised. Where such details are not available, the 
successful institutional shall be required to complete and submit supplier database 
information in terms of the municipality’s supply chain management policy. 

6.10 In the instance that the Chief Financial Officer authorizes the investment, two 
authorized signatories must authorize and affect the electronic funds transfer in 
respect of the investment amount. 

6.11 Where payments to financial institutions in respect of investments are to be effected 
by cheques, the following procedures apply: 

a) The Accountant must complete a cheque requisition form and submit it to the 
Chief Financial Officer together with the supporting quotations; 

b) The Chief Financial Officer must either authorize the requisition or submit it to the 
Accounting Officer, pending on the value of the investment; 
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c) When the Accounting Officer or the Chief Financial Officer has authorized the 
requisition, the Chief Financial Officer or two authorized signatories are required to 
sign the cheque and submit it to the financial institution. 

7. CASH MANAGEMENT PROCEDURES 

7.1 Bank Arrangements 

7.1.1 The Accounting Officer is responsible for the management of the bank 
accounts. All withdrawals from the primary or other municipal banks account 
must be authorised by the Accounting Officer. 

7.1.2 Written and signed delegations clearly indicating power and/or duties 
delegated should be in place. This is in terms of section 79 of the MFMA. 

7.1.3 The Accounting Officer is responsible for opening the primary bank account 
with authorized banking institutions. 

7.1.4 The Chief Financial Officer must prepare the bank reconciliation within 7 
days after the end of each month, investigate any irregularities and report them to 
the accounting officer. The bank statements are analyzed on a daily basis. The 
monthly bank reconciliation prepared must reflect agreeing balances between the 
balances as per bank statement to that arrived at by the Municipality in its cash 
book. 

7.2 Revenue Collection 

7.2.1 The Accounting Officer or delegated official must ensure that all revenue is 
properly accounted for. 

7.2.2 The collection and control of arrear revenue and accounts must be 
managed in accordance with policies issued and implemented in terms of section 
64(2) of the MFMA and section 95 of the Municipal Systems Act. 

7.2.3 Adequate provision must be made for writing off irrecoverable revenue in 
terms of the Credit Control & Debt Collection Policy. 


Draft Budget 2019/20 Newcastle Municipality 


Page 9 






CASH MANAGEMENT & INVESTMENT POLICY 


7.3 Debtor Collections 

7.3.1 All monies due to the Municipality must be collected by the due dates and 
banked daily. 

7.3.2 All monies collected must be deposited daily or on the next working day 
into the primary bank account of the Municipality. 

7.3.3 A numbered official receipt reflecting the name of the Municipality must be 
issued for the receiving of all monies. 

7.3.4 The debt collection process must be reviewed regularly to determine the 
efficiency and effectiveness thereof. 

7.3.5 Any debt older than the period determined by the credit control policy must 
be handed over to the applicable section for recovery. 

7.4 Payment to Creditors 

7.4.1 All payments should be settled on or before the due date, that is, within 30 
days of the receipt of the invoice, unless otherwise agreed to between the 
supplier and the municipality. 

7.4.2 However, the Municipality will strive to settle the amounts payable to 
suppliers within the settlement period as advised on the invoice to take 
advantage of any settlement discounts. 

7.4.3 Due regard must be taken of terms of credit offered. 

7.4.4 All payments by Municipality, where possible, should be effected 
electronically. 

7.4.5 Payments may not be split to circumvent the tender regulation and any 
such non-compliance constitutes financial misconduct. 

7.5 Receipt of Money 

7.5.1 All payments received over the counter by the Municipal cashier must be 
acknowledged by the issuing of a numbered official receipt. 
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7.5.2 An endorsed cancelled receipt must be attached to the day end cash 
reconciliation form. 

7.5.3 A cancelled receipt must be retained for audit purposes. 

7.5.4 Any money, including cheques and postal orders received via mail must be 
recorded in a designated register that must reflect all necessary details to enable 
later use and identification of such receipts. 

7.5.5 The register, including all payments received, must be submitted to the 
cashier for receipting. 

7.5.6 All receipts will be recorded in the designated register, and any documents 
relative to the payments will be filed for audit purposes. 

7.5.6 All deposits must be promptly identified and receipted into the correct 
revenue source or debtor account to avoid identified deposits. 

7.6 Management of Cash Flow 

7.6.1 The Chief Financial Officer must prepare an annual estimate of the cash 
flow per calendar month, this is in terms of section 71 of the MFMA. 

7.6.2 The Chief Financial Officer must, every month, update estimated cash flow 
with the actual cash flow. 

7.6.3 Comments and explanations must be provided for any significant cash flow 
deviations. 

7.6.4 The Accounting Officer must by no later than 10 working days after the end 
of each month submit to the Mayor of the Municipality / Executive Committee 
(EXCO) and the KZNPT a statement in the prescribed format in terms of section 
71 of the MFMA. 

7.6.5 The analysis of the cash flow will include: 

(i) When surplus revenue should be invested; 

(ii) When investments should be liquidated; and 

(iii) When long and short-term debt should be incurred. 
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8. INVESTMENT ETHICS 

8.1 The Chief Financial Officer or delegated official, shall be responsible for investing the 
surplus revenues of the Municipality, and shall manage such investments in 
compliance with this Policy and any other policy directives formulated by Council and 
any regulations promulgated. 

8.2 In making such investments the Chief Financial Officer, shall at all times have only 
the best interests on the Municipality and shall not accede to any influence or 
interference from other Council officials, Councilors, investment agents or institutions 
or any other outside parties. 

8.3 Neither the Chief Financial Officer or any other Municipal Official, Executive Member 
or Councilor, may accept any undue gift or benefit, from any investment agent or 
institution or any party with which the Municipality has made or may potentially make 
an investment. 

8.4 Prudence 

Investment shall be made with care, skill, prudence and diligence. The approach 
must be that which a prudent person acting in a like capacity and familiar with 
investment matters would use in the investment of funds of like character and with 
like aims, to safeguard the principal and maintain the liquidity needs of the 
Municipality. Investment officials are required to: 

a) Adhere to written procedures and policy guidelines. 

b) Exercise due diligence. 

c) Prepare all reports timeously. 

d) Exercise strict compliance with all legislation. 

8.5 Ownership 

All investments must be made in the name of the Newcastle Municipality. 
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9. INVESTMENT PRINCIPLES 

9.1 Limiting Exposure 

a) Where large sums of money are available for investment the Chief Financial 
Officer shall ensure that they are invested with more than one institution, wherever 
practicable, in order to limit the risk exposure of the Municipality. 

b) The Chief Financial Officer shall further ensure that as far as it is practically and 
legally possible, the Municipality’s investments are so distributed that more than one 
investment category is covered i.e. Call, Money Market and Fixed Deposit. There is a 
limitation to the extent on investment on the institution selected. Not more than 30% 
of the Municipality’s investments may be made with any one investment entity at a 
given time. This excludes investments matched to identify projects, working capital or 
held in the One Day Call Account. Any investments made shall be placed with 
registered banks. 

9.2 Risk and Return 

The offer of best interest rates on an investment must be considered with the degree 
of risk involved to both the financial institution and the investment instrument 
concerned. No investment shall be made with an institution where the degree of risk 
is perceived to be higher than the average risk associated with investment 
institutions. Money’s invested may not be made for speculation and no funds may be 
borrowed at any time to be used for investments. 

10. INVESTMENT PROCEDURE 

10.1. After determining whether there is cash available for investment and fixing the 
maximum term of investment, the Chief Financial Officer must consider the way in 
which the investment is to be made. 

10.2. Short-term Investment 

a) The term of investment shall not be more than 12 months. 

b) Quotations must be obtained from a minimum of three registered financial 
institutions, for the term of which the funds will be invested. 
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c) Should one of the institutions offer a better rate for a term, other than the term 
originally quoted for, the other institutions which were approached, must also be 
asked to quote a rate for the other term. 

d) Quotations must be obtained via e-mail communication, as rates generally change 
on a regular basis and time is a determining factor when investments are made. 

e) No attempts must be made to make institutions compete with each other. 

10.3. Long-term investment 

a) Written quotations must be obtained for investments made for periods longer than 
twelve months. 

b) The prior approval of the Accounting Officer must be obtained for all investments 
made for periods longer than twelve months after considering the cash requirement 
for the next three years. 

10.4. Investment maturity 

a) Upon maturity of the investment the Municipality shall do one of the following: 

i. Shall withdraw the whole amount invested. 

ii. Shall re-invest 100% interest plus the original amount that had been invested, in 
terms of the investment procedure, unless if Council wishes to utilize the original 
money or the interest. 

iii. Shall invest in part. 

10.5. Early withdrawal of invested funds 

a) When investing the funds with the banking institutions, the Chief Financial Officer 
shall ensure that such funds are not withdrawn earlier than the maturity date agreed 
upon, by so doing the Municipality will not incur fruitless and wasteful expenditures in 
form of penalties resulting from early withdrawal of investments. 

b) The Chief Financial Officer shall only withdraw funds if: 

i) the banking institution concerned has agreed to exempt any penalties due to early 
withdrawal of investment or; 
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ii) the Accounting Officer my grant approval to withdraw the invested funds after 
he/she has satisfied himself/herself that the urgency was unforeseeable at the time 
when funds were invested and that the need for funds far outweighs the penalties 
being paid for such early withdrawal 

11. CONTROL OVER INVESTMENTS 

11.1 The Chief Financial Officer shall ensure that proper records are kept of all 

investments made by the Municipality. Such records shall indicate: 

i. The date on which the investment is made 

ii. The institution with which the money’s are invested 

iii. The amount of investment 

iv. The interest rate applicable and 

v. The maturity date 

11.1.2 The Chief Financial Officer shall ensure that all interest and capital properly due to 
the Municipality are timeously received and shall take appropriate steps if interest or 
capital is not fully or timeously received. 

11.2 The Chief Financial Officer shall ensure that all investment documents are 

adequately safeguarded. 

11.3 If an Investment Adviser is ever engaged, the Chief Financial Officer shall ensure 

that such Adviser has the credentials specified for the “Investment Manager” in 

Regulation 1 of the Act. 

11.4 Any investment placed over twelve months shall also be advertised in the paper 
circulating in the area. 

12 BANKING ARRANGEMENTS 

12.1 The Accounting Officer is responsible for the management of the Municipality’s bank 
accounts, but may delegate this function to the Chief Financial Officer. The 
Accounting Officer and Chief Financial Officer are authorised at all times to sign 
cheques and any other documentation associated with the management of such 
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accounts. The Accounting Officer, in consultation with the Chief Financial Officer, is 
authorised to appoint two or more additional signatories in respect of such accounts, 
and to amend such appointments from time to time. 

12.2 In compliance with the requirements of good governance, the Accounting Officer 
shall open a primary bank account for ordinary operating purposes, and shall further 
maintain a separate accounting records for each of the following: the administration 
of Government grants & Subsidies, monies received from Department of Human 
Settlements for the administration of various housing projects. 

12.3 The Accounting Officer shall invite tenders in accordance with the necessary SCM 
Regulations & Policies in as far as the opening of the primary bank account is 
concerned. 

13 GENERAL INVESTMENT PRACTICE 

13.1 General 

After determining whether there is cash available for investment and fixing the 
maximum term of investment, the Chief Financial Officer or his/her Delegate must 
consider the way in which the investment is to be made. As rates can vary according 
to money market perceptions with regard to the terms of investment, quotations must 
be requested via email, within term limitations, and these must be set out on a 
schedule. 

13.2 Commission Certificate 

The Auditor General requires the financial institution, where the investment is made, 
to issue a certificate for each investment made. This certificate must state that no 
commission has, nor will, be paid to any agent or third party, or to any person 
nominated by the agent or third party. 

13.3 Reports 

The Council must be given a monthly report on all investments. 

13.4 Cash in the Bank 

Where money is kept in current accounts, it would be possible to bargain for more 
beneficial rates with regards to deposits, for instance call deposits. Fixed term 
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deposits can increase these rates. The most important factor is that the cash in the 
current account must be kept to an absolute minimum. 


13.5 Obtaining Quotations 

a) Quotations for call deposits greater than 7 days, fixed deposits or any other 
investment with a financial institution should be requested via e-mail for a period 
within the limitations of the anticipated term of the investment. 

b) Quotations must be solicited from a minimum of three registered financial 
institutions referred to, bearing in mind the limits of the term for which it is intended to 
invest the funds. 

c) All quotations must be recorded on a schedule by the accountant. This schedule, 
together with the printed e-mails, must thereafter be given to the Chief Financial 
Officer for review and final consideration. 

d) The person responsible for requesting quotations from institutions should record 
the name of institution, the name of the person who gave the quotation and the 
relevant terms and rates and other facts such as whether the interest is payable on a 
monthly basis or on a maturity date. Written confirmation of the quotation accepted is 
essential. 

e) Where an investment is made at an institution at a rate lower than that of other 
quotations, reasons must be recorded by the Accounting Officer/delegated official 
and reported to Council as part of the SCM quarterly report by the Accounting Officer 
or his/her delegated official. 

14 INTERNAL CONTROL PROCEDURES 

14.1 An investment register must be kept of all investments made. The following facts 
must be indicated: 

a) Name of institution; 

b) Capital invested; 

c) Date invested; 

d) Interest rate; and 

e) Maturity date and 
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f) Interests earned on investments, 

g) The Reason for investment (Purpose). 

14.2 The investment register and accounting records must be reconciled on a monthly 
basis. The investment register must be examined on a fortnightly basis by the senior 
official under the direction of the Chief Financial Officer as instructed, to identify 
investments falling due within at least two weeks. 

14.3 Where investments are to be undertaken for a period longer than three (3) months, a 
cash flow analysis is required. 

14.4 Interest, correctly calculated, must be received timeously, together with any 
distributable capital. The Chief Financial Officer or his or her assignee must check 
that the interest is calculated correctly, in terms of sound universally accepted 
financial management practices. 

14.5 All investment must be denominated in South African Rand (ZAR) 

15 AUTHORITY 

The Accounting Officer is responsible for ensuring that this Policy is implemented and 
enforced. The Accounting Officer may delegate any authority and duty assigned to him 
within this Policy by delegating it in writing and in conformance with requirements of the 
MFMA. 

16 IMPLEMENTATION OF THIS POLICY 

The Accounting Officer shall be responsible for the implementation and administration of this 
policy with the assistance of the Strategic Executive Director: Budget and Treasury Office. 

The policy shall be reviewed on annual basis and updated if there are any changes brought 
about through an amendment of any legislation and/or policies by National Treasury or 
arrangement within the municipality. 
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